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Executive Summary
The local administration (LA) in Egypt
faces several challenges that hinder it from
fulfilling its responsibilities towards its citizens
sufficiently. One of the main challenges is
the lack of financial resources due to overregulation, non-enforcement of laws and
regulations that allow the LA to collect its
own tax share, the LA staff’s lack of skills to
manage and develop revenue sources, and
the lack of accountability mechanisms.
This policy paper seeks to uncover
possible policies to aid the LA in increasing
its financial resources to implement more
projects and enhance the levels of service
delivery, and consequently, satisfying citizens’
needs, achieving Egypt Vision 2030, and the
United Nations Sustainable Development
Goals (UNSDGs).
This crucial topic needs a deep
analysis of the situation based on factual
bases and solutions that can be suitable for
the different stakeholders. In this paper, the
authors depended on desk research as well
as interviews that were held with officials
from the Ministry of Finance (MF) and the
Ministry of Local Development (MLD).
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The
three
policy
alternatives
were evaluated based on eight criteria:
technological, political, financial, equity,
efficiency, effectiveness, technical and
administrative criteria. Based on the
evaluation, the authors selected the
second policy option “local non-tax revenue
mobilization”, which includes sub-policies on
increasing productive projects and effective
mobilization of the sources of local non-tax
revenues.
In the conclusion of the paper, the
authors provide recommendations for this
policy’s successful implementation, which
include establishing an inter-ministerial
committee to focus on local revenues
development in addition to conducting
a thorough review of the existing legal
and institutional framework governing LA
revenues, holding capacity building programs
for the officials in the central government and
the LA, designing incentives schemes, and
incorporating accountability mechanisms

The paper proposes three policy alternatives
that could potentially contribute to the
solution of this multilayered and complex
problem:
1) local revenue mobilization via taxes.
2) local non-tax revenue mobilization.
3) reforming the legislative framework
governing local revenue.

Local Revenue Development in Egypt
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The methodology of the policy paper relies on two main components. Firstly, the
authors conducted a desk research of international and consulted local literature. Secondly, a
set of interviews were conducted with government officials from the MF, the MLD, as well as
the LA.

Target Audience
The primary audiences of the policy paper are the MF, MLD, the Ministry of Investment,
the Ministry of Planning and Economic Development (MP), as well as the LA in the Egyptian
twenty-seven governorates.
The secondary audiences of the policy paper are the local development agencies and
non-profit organizations (NGOs) as well as international non-governmental organizations
(INGOs), international donors, and the Egyptian and international private sector.

Local Revenue Development in Egypt
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Introduction
The Egyptian government is facing
challenges in mobilizing revenues from local
sources, these revenues are crucially needed
by the LA to fund the infrastructure and the
multitude of services required to meet the
demand of the growing population (UNHabitat, 2015).
In some countries, central governments
still control the most important sources of
revenues for public finance which include
income taxes, sales taxes, and business
taxes. Therefore, most cities in developing
countries rely on central governments’
transfers. Central governments do not want
to pay the political and financial costs that
are associated with the decentralization
of roles and responsibilities (UN-Habitat,
2015). In the Egyptian case, over the past
fifty years, the LA has been relying on central
government financing, which accounts for 8090% of the LAs’ expenditures (Tobbala, 2019).
Additionally, the limited financial strength of
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the LA is demonstrated by the decrease of the
ratio of local revenues to local expenditure
from 2.7% in 2006/2007 to 1.4% in 2013/2014
(“Urban Economy’’, n.d.). According to the
World Bank (2021), over the period from 1980
to 2020, the underlying trend was the decline
of the subnational revenue as a percentage
of the national revenue. In 2019/2020, the
subnational revenue represented only 1.5%
of the national revenue.
There is a widening gap between
the availability of financial resources and
the LA spending needs. One of the factors
that explain this increasing gap is the rapid
population growth said countries which
leads to higher demand for maintaining and
developing public infrastructure and services.
As of 2020, population growth is estimated
at 1.92% per annum (WB, 2021). This rate
of growth puts a high pressure on the
government for maintaining and developing
public infrastructure and services.

Background
Structure and Characteristics of
LA /Government in Egypt
The LA system in Egypt is an administrative
structure and not a local governance
structure. Egyptian LA is a multi-layer system
with a pyramidal structure that includes
governorates (al-Muhafaza), centers (Markaz),
cities (Madina), districts (Hayy), and villages
(Qariya). The number of local levels under
each governorate ranges between two and

Local Revenue Development in Egypt

four levels depending on the nature of the
governorate. In the four urban governorates
(Cairo, Alexandria, Suez, and Port Said)
there are two levels: the governorate and
the districts. In the rural governorates with
districts, there are five levels: governorate,
centers, cities, villages, and districts. As for
the rest of the governorates with no districts
(e.g., New Valley, Red Sea, and Aswan) there
are three levels: governorate, centers, cities,
and villages (Farahat, 2017).

6

Background

THE PUBLIC POLICY HUB

The LA’s basic units include 27 governorates divided into 184 Centers (Markaz), 218 cities
(Madina), 79 districts (Hayy), and 1218 Villages (Qariya) (Amin, 2005).
Figure 1: The LA Structure in Egypt
Local
Administration

Urban
Governorates (4)

Rural & Urban
Governorates (23)

Centers (AL Makez)

Disticts (HAVY)

City

Villages

Districts

Source: (Amin, 2005)
Egypt’s local administration system
is a centralized hierarchy where “overcentralization” is the arching concept, as
most fiscal and executive decisions are taken
at the national level with few decentralized
features. Heavy reliance on centralized
decision-making leads to policies, programs,

and systems that are not truly reflecting the
actual needs and desires of local citizens
(Tobbala, 2019). Also, Egypt’s LA system is a
dual sub-national system where each local
unit operates with two councils: The Elected
People’s Council (EPC) and the appointed
Local executive council (LEC) (Tobbala, 2019).

Elected councils at all levels were dissolved in March 2011 to date.

1
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Local finance is defined as all the available
financial resources that can be provided
from different sources to finance local
development at the level of local units in
a way that achieves the largest rates of
development over time and maximizes the
independence of localities (Helmi, n.d.). In
Egypt, local revenue sources can be divided
into three main categories (Mahmoud, 2020):

1. Internal financial sources include
local taxes, local fees, revenues from
commercial and industrial businesses
owned by the LA, etc.

a) Services and Local Development Fund.
b) Land Reclamation Fund.
c) Economic Housing Fund.
d) Cleaning Fund.

e) Industrial Services Committee Fund
f) Road Fund.
g) Health Services Improvement Fund.
h) The Mutual Fund.

The LA in Egypt has a limited ability to mobilize
its financial resources, where less than 10
percent of the resources received by the LA
can qualify as local own-source revenue (MF,
Personal interview, Nov. 2021).

of the LA (Tobbala, 2019). Moreover, the LA
has no say on local tax revenues as the central
government controls the collection and
the distribution of more than 97% of taxes.
Additionally, the Egyptian Tax Authority and
Egyptian Customs Authority has not been
contributing to the revenue of the LA from
the tax income (MLD, Personal interview,
Nov. 2021).

Local tax revenues are limited as all
major taxes are controlled by the central
government and a few are under the control

2. External financial sources which include
government subsidies/transfers, loans,
etc.
3. Private accounts which include:

Local non-tax revenues can be categorized
as follows (Word Bank, 2021):
1. Charges in response to local service:
cleaning fees, revenue from waste and
garbage recycling business, housing
cleaning fee, utility issuance fee, etc.
2. Proceeds from the usage of LA assets:
lease pass, rent value, monthly rent, etc.
3. Fees in response to the provision of
certificates.

Local Revenue Development in Egypt

4. Fees related to LA exercising their
mandate: fee on a kiosk, resource
development, etc.
5. Fines and penalties: fine for damaging a
sidewalk, engineering fine, delay penalty,
etc.
6. Productive projects: eggs and poultry
project, livestock project, dairy station
project, etc.
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Local Finance Indicators

The total local revenues increased from 10.3 billion in 2013/2014 to 26.7 billion in 2019/2020
as shown in table (1), while the local expenditures increased from 105.4 billion in 2013/2014
to 168.4 billion in 2019/2020.
Table 1: Total LA Revenues (2013/2014-2019/2020) (in million EGP)
Year

13/14
(Final
Account)

14/15
(Final
Account)

15/16
(Final
Account)

16/17
(Final
Account)

17/18
(Final
Account)

18/19
(Final
Account)

19/20
(Final
Account)

Local
Revenues

10,341

11,018

11,604

16,551

19,273

21,642

26,726

Source: MF, Final Accounts Data, Different Years.

As shown in table (2), there is an excessive
dependence on the central government’s
transfers as they are more than 80% of the
local expenditures during the period from
2013 to 2020. Also, there is a slight increase
in local revenues as % of the total national
revenue from 2.3% in 2013/2014 to 2.7%
in 2019/2020. There are several indicators
that show that this increase is insignificant.

Firstly, the local expenditure as % of the total
national expenditure ranged between 15%11% as seen in the table above. Secondly,
the Ministry of Finance deducted a high
percentage of these local revenues (MLD,
Personal interview, Nov. 2021). Thirdly, the
full potential of these local revenues is much
higher than what is currently collected (MLD,
Personal interview, Nov. 2021)

Table 2: Relative Importance of Local Budget from 2013/2014-2019/2020
Year

2013/2014
(Final Account)

2014/2015
(Final Account)

90.2%

90.5%

90.5%

87%

Local Revenues
as % of Total
National
Revenues

2.3%

2.4%

2.4%

2.5%

Local
Expenditure
as % of Total
National
Expenditure

15%

15.9%

15%

12.6%

Central
Transfers as
% of Local
Expenditure

2015/2016
(Final Account)

2016/2017
2017/2018
2018/2019
(Final Account) (Final Account) (Final Account)

86%

2019/2020
(Final Account)

85.6%

84%

2.4%

2.3%

2.7%

11.1%

11%

11.7%

Source: Source: Authors’ Calculation from MF, Final Accounts Data, Different years.
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Problem Statement
The LA, across the governorates level, suffers from a weak revenue stream.

Why is this issue important?
•

It impacts the availability of local services
provided to the citizens and their quality.
There is a positive relationship between
local revenue generation and local
development. The local revenue enables
the LA to pursue economic development
according to its endowments either from
natural resources or strategic location or
human capital, etc.

•

It increases the pressure on the central
government’s
budget
and
hence
contributes to an annual increase in the
budget deficit. According to officials in the
MF, the central government finances the
LA by 97% of its annual needs.

•

On a strategic level, it influences the
political aspect as it impacts the public
opinion and hence the citizens’ decisionmaking and satisfaction towards the
central and local administrations.

Problem Tree

Absence or low quality
of services that are
provided to the citizens.

Citizen’s
dissatisfaction
with local
administration’s
performance

Low level of ownership/
responsibility of the
governorates in their
tasks management.

Local
Government
Suffers from a
Weak Revenue
Stream

Tax collection issues

Bureaucracy

Laws and
regulations

Reluctance of local
authorities in providing
the services and
generating revenues

Figure 2: Problem Tree
Local Revenue Development in Egypt
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Problem Tree

Figure 3: Map of Key Stakeholders
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As shown in the above figure, the key
stakeholder is the MF, which is the central
government’s financial arm. It has the main
power in setting the budget needed for the
LA. 97% of the LA expenditure is provided by
the MF (MLD, Personal interview, Oct 2021).
The MF may not be a contributing agent
when it comes to the local revenue sources
as it controls the budget and distributes it
among different governorates. Additionally,
some of the revenue sources that should be
attributed to the LA are under acquisition by
the MF.
The MLD, which represents the 27
governorates in the cabinet and coordinates
with the LA and the central government to
support and facilitate the decision-making
and implementation of processes. The LA is
represented in all the Egyptian governorates
and is headed in each of them by the Governor

and his staff. The role of the MLD in the
development of local revenue sources is to
represent the interest of local administration
and coordinate among the governorates
and ministries. However, its role is limited
because the revenue is mainly collected by
the MF.
The secondary stakeholders include the line
of ministries in Egypt that get involved in the
decision-making of projects’ implementation
or new investment initiatives. Each of these
ministries has representatives in each
governorate, which are called Modiriyas
and Idaras. Besides, there are governmentaffiliated agencies, such as the New Urban
Communities Authority, the Egyptian Tax
Authority, etc. Also, there is the local and
international private sector as well as the
national and international NGOs.

Legal Framework
The local revenue is governed by a complex
legal framework. Below we introduce main
laws that impact subnational revenues:
1. Article No. 178 of the Egyptian constitution
of 2014 concerned with the finances of
local units states that:
• Local units have independent financial budgets.
• Local units’ resources include, in addition to the
resources allocated to them by the state, original
and additional taxes and fees of a local nature.
• The unit follows the same rules and procedures
in the collection of public funds as followed by
the state. The foregoing is regulated by law.
(Constitute Project, 2021).

Local Revenue Development in Egypt

2. The financial resources for the different
sub-national levels are stipulated by the LA
law no. 43/1979 under Articles (35-38), (5154), and (69-71). These resources include
mainly shared and local taxes, grants, and
transfers from the central government.
Law no. 43/1979 and its amendments (law
50/1981 and law 145/1988), allowed LA
units to keep a share of sovereign taxes
collected locally including other taxes,
such as: agricultural property tax, taxes
on entertainment houses, moveable
property, and industrial and business
profits. Moreover, the LA is allowed to
retain some tax revenues collected on a
local basis including motor vehicle tax,
taxes, and duties of local nature, and fees
in return for services provided locally
(Tohamy and Abdel Hamid, 2004).
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Legal Framework
3. six governorates used to benefit from the
specific share in Suez Canal revenues
(Amin, 2005), but this stopped after the
introduction of Income Tax Law in 2005,
although it remains a provision in Law
43/1979.

Accordingly, the main parameters of the
Egyptian LA system are derived from the
2014 constitution and Law no. 43/1979.
Although the constitution and the laws
support a strong local revenue stream, we
find that the law is hardly implemented.

4. Law no. 139/2006 imposed restrictions
on managing funds and accounts
by governorates.

Political Context
“Over-centralization” has been the
main characteristic of the Egyptian fiscal
system over the past several decades.
There was a tendency for decentralization
advocacy following the 2011 revolution.
This was translated to 5 articles in the 2014
constitution that represent the commitment
towards decentralization with a time frame
of 5 years (Tobbala, 2019).
However, the pressure to narrow
Egypt’s budget deficit and raise additional

revenues led to a significant shrinking in
the LA revenues (tax and non-tax sources)
where it was either transferred to the central
government or was collected by central
agencies with reluctance to transfer to the LAs
their revenue share. Since 2017, there have
been ongoing discussions and debates in the
parliament on the new local administrative
law in light of the constitutional commitment
of decentralization. However, the new local
administrative law has not seen the light yet.

The Main Egyptian Governmental Policies
Towards the Local Revenues Development
This section focuses on investigating
the current policies, sub-policies, and
strategies that the government announced
recently to develop local revenues. It is
based on desk research and interviews with
government officials from the MLD, MF, and
Cairo Governorate (CG). The government
policies taken can be understood within the
following frameworks:

Local Revenue Development in Egypt

1- Legislative Development
2- Upper Egypt Local Development Program
Model
3- Improving Governance & Digital
Transformation
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Starting
with
the
legislative
environment that governs the local revenues
in Egypt, the parliament had -over the past
two years- discussed drafts of a new LA
law. The proposed law abides by the 2014
constitution in promoting decentralization
and it gives more financial and managerial
authority to LAs (Essam ElDin, 2019). The
2014 constitution continues to reinforce
this position in Article 178. The passing of
the new law is mandatory to implement
the municipalities’ elections that have been
on hold for the past decade. Although the
new draft of the law is promising, it is not
yet approved after two years of the last
published draft in late 2019. The continuous
postponing of the amended law keeps the
local administrative units with growing
challenges in terms of improving service
provision, and accordingly governing the
process of local revenues improvement.
Moving to the best practices, the MLD
over the past three years launched a pilot
project to increase the local revenues in four
Upper-Egypt governorates (Qena, Sohag,
Assyuit, Menia). The project is implemented
by the Upper Egypt Local Development
Program and is part of the program’s overall
vision to develop Upper Egypt. The program
that is conducted by the Egyptian government
and supported by the WB aims primarily
at improving the infrastructure in the local
governorates to enhance service provision,
and hence create better communication with
the citizens and increase revenue stream
(Hamed, 2021). The program targets as well
improving the capacity of local administrative
staff to achieve its mission. The Minister of
Local Development announced earlier in
2021 that the center of local development in
Sakkara will host a series of training programs
and seminars for employees from different
local administrative departments (Hamed,
2021).

Local Revenue Development in Egypt

The Upper Egypt Local Development
Program adopted a participatory approach
in these governorates through forming
committees in each governorate from the
relevant governmental stakeholders to unify
efforts and enhance the communication
within the project (MLD, Personal interview,
Oct 2021). This approach tackles one of the
key challenges in improving local revenue
streams all over Egypt. Moreover, the
Upper-Egypt program formed a ministerial
committee between the engaged ministries
(MLD & MF). Accordingly, the execution
regarding revenue streams focused on
the four services: markets, transportation
terminals, street advertising, and parking
lots. As a result, the WB has recently
announced in August 2021 that the Upper
Egypt development program is one of the
leading promising programs in eradicating
poverty (Abdelrahman, 2021). According to
the officials, the program aims at creating
a model of good governance, supporting
competitiveness and decentralization, and
accordingly, enhancing local revenue streams
to replicate it in further governorates and
hence address the local revenue challenges
in Egypt.

14
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Finally,
digital
transformation
supports the process of revenue collection
and its improvement. The government is
exerting noticeable efforts in expanding the
electronic payments and raising the technical
and managerial capacity of LA in order
to reach out to more users and ease the
payments; hence, increasing revenue. The
MP cooperated with the local administrative
units to invest and develop service centers
in the local municipalities under the name
of “Technological Centers”. The Minister of
Planning, Dr. Hala El-Said, announced as
well that the online platform LGS.GOV.EG is
established to ease the access to information
and the services provided by the local districts
(Hamada, 2020). The online payment will
be available for 42 payments in the current
plan, in addition to adding other services as
registering property.

The
MF
also
supports
the
transformation to digitalization and electronic
payment. The MLD & MF are coordinating
together to expand e-payment across all the
local services. According to officials in the MF,
they are supporting the LA with the needed
payment machines and conducting regular
training and orientation sessions to raise
the capacity of the employees using these
machines effectively (MF, Personal Interview,
Oct 2021). Applying digital transformation is
a vital step towards minimizing the channels
that lead to corruption. The government policy
in this matter has achieved promising steps.
Digitalization and limiting the interaction
between citizens and local administrative
units can contribute to increasing the
outreach to services and improving the
interest in local investment, and accordingly,
diversifying local revenues sources.

Main Issues with the Current Policies
Although the 2014 constitution set
the roadmap for the implementation of
decentralization, more legislation changes
are still required. The research shows a
potential conflict between the new proposed
local administrative law and the General
Finance Law that is newly approved in July
2021 (MF, personal interview, Oct 2021). The
new administrative law gives the LA more
financial and administrative authority in terms
of collecting taxes, generating revenues, and
financing potential development plans. Until
now, it is not clear how both laws can function
together in terms of financial responsibilities,
and whether the proposal of the LA law will
be subject to further amendments or not.
Besides the proposed law, the current
legislative system has a set of challenges

Local Revenue Development in Egypt

that affect the process of improving
revenue streams and encourages local
investment. One of the main challenges
is the involvement of different parties/
ministries in the management of multiple
revenue sources (CG, Personal Interview,
Sep 2021). The distribution of tasks between
several governmental entities is considered a
distraction to local investors who seek to gain
information for a service or issue a license
or know the legislative framework of this
process. In practice, the method of revenue
collection is not clear. It can either be directed
to the LA or the central government, and then
it gets reallocated to the governorates (MLD,
personal interview, Oct 2021). Moreover,
stakeholders such as the MF & MLD are
engaged in legislative debates regarding the
“productive projects” terminology.
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Advertisement billboards are an example
of a service provided by the LA that is not
considered as a productive project (CG,
personal interview, Sep 2021). However,
a legislative interpretation is required to
identify the types of projects that the LA can
invest in, whether they are product-oriented,
or service-oriented.
Additionally, the LA cannot generate
revenues from the projects that they
implement and manage but that are initially
financed by the central government. The
revenue is collected back to the public budget
annually. The LA can only generate revenues
from the projects that they finance and invest
in locally (MF, personal interview, Oct 2021).
Accordingly, that results in widening the gap
between the stakeholders and demotivates
the LA to be involved in the projects with
other governmental parties (CG, personal
interview, Sep 2021).
Another key challenge is the process
of collecting the local revenues as fines
and rentals of properties and businesses
owned by the LA. The LA currently suffers
from the lack of human power that can
manage this process effectively.
Based
on previous policies, the LA, has stopped
the new recruitments for many years. This
resulted in an experience gap between the
top management that will recently retire and
the younger management staff (CG, personal
interview, Sep 2021).
The current staff lacks the experience and the
available sufficient collectors to follow on the
current revenues sources and develop new

Local Revenue Development in Egypt

ones. Additionally, the low wages impact the
revenues’ collection as there is an absence
of motivation to increase the revenue
stream. Additionally, the law does not allow a
financial bonus or a share to the employees
from the revenues collected. According to LA
officials, some governorates as CG exerted
efforts in motivating the employees through
announcing a share of 5% from the revenues
and that contributed to a noticeable increase
in revenue income from 59 million to 270
million EGP in one fiscal year (CG, personal
interview, Sep 2021). These applications
depend on the management and are not
supported by law. Additionally, it depends
on the characteristics and managerial
experience of each governor.
To summarize, the LA according to the
current legislative system and policies has
limited resources that generate revenues.
The main proportion of the local taxes are
directed to the central government (MF,
personal interview, Oct 2021). The grants
and donations have been noticeably slowed
down after the corona pandemic. The other
resources vary from one governorate to
another and are subject to the previously
mentioned challenges, such as the lack
of human capital and management and
investment skills. The LA efforts are
currently focusing on investing its revenues
in projects such as “Parking, Marketplaces,
Advertisement Billboards, Bus Stops”. In
addition, there is a focus on productive
projects that face challenges in management,
profitability, and identifying the ownership
and share of revenues between both the
MLD and the MF.
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International Experiences in
Developing Local Revenues
Examples of Financing Mechanisms - Local Taxes:
Looking at the Russian Federation
as part of the international comparative
experience, we are able to notice that they
apply three levels of taxation: federal,
regional, and local. The federal taxes include
the value-added tax, mineral extraction tax,
individual income tax, and others, while the
regional, and local taxes revolve around
assets. Regional taxes include corporate
property, and vehicle taxes, while local taxes
comprise land and individual property taxes
(WB, 2021).
Another example is Colombia, where
the government imposes taxes on industry
and commerce, or services provided by
municipalities or districts. This tax is paid by
all, even if they do not practice commercial
activities. It is decided and gathered by the
relevant local authorities. The country also
enforces the property tax on an annual
basis on the right of ownership, usufruct,
or possession of real property in Colombia.
This tax is decided and gathered by the
municipalities or districts where the property
is located (WB, 2021).

Furthermore, in Peru, the property tax is
imposed on the value of real property, both
urban and rural. Real property includes land,
buildings, fixed and permanent facilities.
This tax is paid by the property owner and
computed on an accumulative progressive
schedule. Another annual tax is imposed on
the ownership of vehicles (WB, 2021).
Lastly, in Indonesia, the provincial tax
revenues are obtained mainly from
car taxes. The district governments are
authorized to impose the following six taxes:
advertisement, base mineral extraction,
entertainment, hotels and restaurants, street
lighting, and water taxes. In addition, some of
the central government’s taxes are managed
and gathered by the LA, such as the Land and
Building Tax. Moreover, the LA can receive
90% of property tax, and around 70-80%
of the natural resources’ taxes, leaving the
rest to the central government. This had a
negative impact as the gap increased among
the provinces, depending on their resources
(WB, 2021).

Example of Digital Transformation for Enhanced Local Revenue
Collection:
The United Nations Capital Development
Fund with the support of the European
Union is implementing a Development
Initiative for Northern Uganda to enhance its
source revenue collection and management
through the automation of local revenue
administration. This is implemented through
the Integrated Revenue Administration
System (IRAS) -a web and mobile-based
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revenue management system- developed in
partnership with the WB for the Government
of Uganda, to some districts. The district
officers are being trained to use the system in
the most optimal way to ensure effectiveness
and efficiency. It will then be gradually
introduced to the remaining districts (Alupo,
2021).
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Criteria for Comparing and Recommending Policy Alternatives
The policy paper will evaluate the proposed policies based on eight measurable evaluation
criteria so as to be able to evaluate, compare, and choose the most feasible policy to be
proposed to the Egyptian government for future implementation. For each criterion, some
questions are raised (as shown below in the table) to be answered to determine the most
suitable policy.
Table 3: Criteria for Comparing and Recommending Policy Options
Policy Criteria

Description

Technological

The technological criterion evaluates the level of accessibility from stakeholders, needed
connections during the phases of execution and post-execution, as well as interactive
technical support systems when errors show up. This is in addition to copyright, privacy,
and the security of personal information and data, as well as the sustainability of the
system (Tool Evaluation Criteria, 2021).

Financial

This criterion examines the appropriateness and efficiency of an approximated financial
plan based on the payback of the policy execution plan, including the policy’s type, scope,
difficulty, and risk (Office of the Superintendent of Financial Institutions Canada, 2015).

Political

This evaluates the political acceptance of the different stakeholders that are related to the
policy and have political authority such as the citizens, voters, legislators, the president,
cabinet, media, etc. (Puentes-Markides, 2007).

Technical

This evaluates the availability of the needed resources and competencies. It also tests
the degree of reliability and legitimacy of the policy, as well as the resources’ influence
on the execution phase and the planned timeline of the policy’s execution plan (PuentesMarkides, 2007).

Equity

This evaluates the inclusiveness of the policy to all the society’s segments, without leaving
anyone behind. Furthermore, it examines the fair distribution of duties and advantages to
all society’s segments (Bardach, Patashnik, 2019).

Effectiveness

This measures the policy’s target outputs and their impact on the policy objectives. The
effectiveness and efficiency criteria are directly proportionate (Bardach, Patashnik, 2019).

Efficiency

The efficiency criterion is concerned with the best allocation or the most beneficial use of
resources over a period of time, which aims at maximizing the benefits while bearing in
mind more humanistic results (Bardach, Patashnik, 2019).

Administrative

The administrative criterion assesses the degree of implementation ease, as well as the
financial and managerial factors.
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Policy Objective:
The main policy objective is the development
of the LA revenues through a package
of interventions and policies focusing on
expanding the current revenue streams or

introducing new revenue streams within
the current institutional and legislative
frameworks.

Policy Option (I): Local Revenue
Mobilization via Taxes
One of the main methods to expand the
revenue base of the LA is to devolve relevant
local taxes to LA units. Unfortunately, this
is not the current case in Egypt due to a
shrinkage in the sources of local taxes if
compared with 2005. Many local taxes
that were previously collected by the LA
are currently being collected by the central
government. Besides, the LA does not receive
its share from local taxes -which is supposed
to be 25% as per the Egyptian constitutionas the central government still keeps this
percentage under its autonomy.
It is recommended to effectuate the
legislation so the LA can receive its portion
of the local taxes and fix any legislative
complexity or resolve any contradictions
through updating and harmonizing the laws
and by-laws that are related to this issue to
remove any confusion while enforcing the
law. Additionally, a committee can be created
to include members from the MLD, along with
the MF to set a mechanism and sustainable
system that ensures the provision of the 25%
share of the local taxes to the LA.
It is also recommended that the benefit
tax, which benefits the citizen directly, be
collected by the LA, while the non-benefit tax
be collected by the government.
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The best local tax options include:
•

The property tax on land and buildings is
a benefit tax, completely suitable for LA
financing. Property taxes are appropriate
for two main reasons. First, property tax
is a visible tax, so it is favorable in terms
of political accountability. Second, it falls
on an unwavering basis. Whenever the
property and population become more
homogeneous, the property tax becomes
more like a benefit tax.

•

Vehicle and transportation taxes are
generally an appropriate form of local
taxation due to the solid connection
between vehicle ownership and the
benefit from the local services and
infrastructure, especially roads.

•

Local business taxes should be collected
for receiving services for the businesses.

•

Excises and sales taxes tend to be
politically acceptable, and they can be
smoothly managed in collaboration with
national retailers as withholding agents,
and accept various rates by jurisdiction.
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Policy Option (I): Local Revenue
Mobilization via Taxes
Advantages:
1. Increasing the LA’s revenues.
2. Maintaining social acceptance as the
revenues increase from taxes without
increasing the taxes’ burden on the
citizens.
Disadvantages:
1. This policy is not politically favorable as
the current political direction encourages
centralization and keeps the local
revenues under the MF’s autonomy for
financing mega projects.

2. Fixing the legislation is a challenging
step; it takes more time and does not
necessarily yield positive results due to
the lack of political support.
3. A comprehensive reform strategy is
needed for improving and coordinating
the identification of tax base, records
management, collection, monitoring,
reporting,
accountability,
and
enf orcement.

Policy Option (II): Local Non-Tax
Revenue Mobilization
Description:
The LA raises its own-source revenues using
tax and non-tax instruments, where non-tax
sources include any revenue that does not
come from taxes. A local non-tax revenue is
an important but often underutilized source
of revenue. Non-tax sources of own-source
revenues for the LA may include charges
and miscellaneous fees, such as on water,
sewage, and parking meter fees.

It is proposed that the mobilization of local
non-tax revenue would be through two subpolicies, where the first is making better
use and increasing revenue from existing
non-tax local sources of revenues and
tapping into new local sources of revenue,
while the second involves the development
of productive projects. Each sub-policy is
examined below.

Advantages:
1. Non-tax
revenue
instruments
are
much more varied and flexible than tax
instruments.
2. The diversity of the non-tax revenue gives
it the potential to become a much greater
source of revenue and tool to achieve
local development.
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3. Non-tax revenue can address some of the
structural challenges in revenue collection
especially faced in tax collection, they can
be collected from the formal or informal
sector as the users’ charges and fees
can be levied on the services used by all
customers.

20

Policy Options/Alternatives Analysis

THE PUBLIC POLICY HUB

Disadvantages:
1. Non-tax revenue is more volatile, unlike
tax revenue. Volatility leads to uncertainty
and is thus a source of risk for public
finances which constrains the ability
for annual projections of revenue and
spending.

3. There is a need for the government to
build institutional, administrative, and
regulatory mechanisms for the efficient
collection and allocation of non-tax
revenue and establish a strong legal
framework to work against corruption.

2. There are no systematic processes for
non-tax revenue administration, unlike
the tax administration.

4. Non-tax revenue instruments shall be
introduced cautiously because of their
equity implications and the need to assess
the economic distortions and distribution
effects that these instruments may create.

Local Revenue Development in Egypt

21

Policy Options/Alternatives Analysis

THE PUBLIC POLICY HUB

Sub Policy # 1: Effective
mobilization of sources of local
non-tax revenues
Description:
The user fee/charge is the payment for
publicly provided services or charges for
using a public facility such as the vehicle
parking lot, market, or recreational facility.
User fees/charges may correspond to the
usage of services provided, such as solid
waste removal. The main economic rationale
of user fees/charges is not to produce profits
but rather to charge for a service on a costrecovery basis (WB, 2021).
The LA can increase its revenues from local
non-tax revenue streams through four main
interventions:
1. Charging more: this intervention can
impose a heavy burden on lower-income
service users, and exclude the needier
or marginalized segments of the urban
population from the services provided
(Fjeldstad et al., 2005). It is recommended
that the central government determines
the criteria and acceptable range for such
an intervention.
The LA can use pricing policies
differentiated by certain factors according
to the type of different sources of local
non-tax revenue. For example, user
charges can also reflect differences in
the ability to pay by incorporating sliding
scales for the type of user or the amount
of consumption (Rondinelli et al., 1989).
The increase in charges can effectively
increase revenues if accompanied by
providing more or better services.
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2. Increase the number of transactions:
through expanding the number of service
offerings or expanding the users’ base or
increasing surveillance and inspection to
maximize the detection of violations.
3. Improve collections: this intervention
aims at increasing the collection rates
and minimizing leakages. Digitalization
can aid in such an intervention. The MLD
in partnership with the MP launched an
e-government portal for LA services. The
government strategy 2018–2022 under
the pillars of economic development
and raising the efficiency of government
performance, included the automation
of the LA technology centers, connecting
them, and availing its services online.
4. Create new revenue streams within
the
existing
legal
framework/
identify untapped revenue sources:
this intervention can be done through
innovation across all revenue sources.
Cairo is one of the governorates that
has already pioneered in this regard
by establishing parking areas in Tahrir
Square and Masr El Gedida. In addition,
the government is also working on
enhancing public parks to become
affordable entertainment areas for all
citizens from different financial categories.
Another example is developing the
metro stations and renting the available
spots to the private sector to launch
commercial shops that serve the citizens
with food, beverages, clothes, souvenirs,
technological support, and others. The
idea is to support the expansion of such
successful projects in Cairo and all the
other governorates.
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Advantages:
1. Increasing local revenues.

2. Gaining the social acceptance of some
categories through providing more and
improved services.

Disadvantages:
1. The inability to implement the projects
independently due to financial shortage,
so there is a need for collaboration with
the private sector or NGOs to provide
financial and technical support.
2. The lack of technical expertise in the
fields of program management, revenue
management, and efficient coordination
in bilateral and multilateral projects
among the LA staff.
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3. The
current
political
sphere
is
characterized by more centralization
and less autonomy of the LA, so the
government is setting restrictions on
the LA to implement projects, disburse
budget or start collaborations with
external agencies without the central
government’s
approval.
4. The decreasing social acceptance of
some other categories as a percentage of
the citizens demands free services for all
to ensure equity among all citizens.
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Sub Policy # 2: Development of Productive Projects
Description:
Developing the productive projects’ approach
to increase their revenues can be adopted
to create various revenue streams as an
alternative to increasing the taxation burden.
The development of productive projects can
be categorized as follows:
1. Proper planning:
1.1 The government is recommended to
support the policy through adopting a
participatory approach that engages local
community representatives, NGOs, and
the private sector in the planning phase
for the projects.
1.2 The Prime Minister can support the LA in
clarifying the terminology of the
“productive projects” as projects that
provide a service or produce a product.
This explanation can empower the LA
in expanding in various business fields
without the fear of violating the law and
getting into a cycle of law and regulation
interpretation between multiple parties.
It is important to unify the interpretation
of the law between the stakeholders.
1.3 The government can engage the social
enterprises, venture labs, and universities
through signing a protocol to provide
business ideas that fit the needs
assessment of every local environment
and present business models to the LA
that can be adopted and generate profit
besides its social purpose. This will be
useful in identifying the needs of the
governorates and developing effective
business models with an entrepreneurial
perspective.
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2. Proper Management:
2.1 The law can be amended to support
the LA in separating the ownership from
the management of the productive
projects accompanied by a governance
mechanism for ensuring transparency
and integrity.
2.2 The LA can engage the private sector
accordingly in managing the projects as
a partner while having ownership. This
is recommended to focus the efforts
on the development of projects across
the governorate and avoid hidden costs
and micromanagement which negatively
influences business operations and
revenue.
3. Sharing Best Practices: It is beneficial that
the LA builds on previous successful cases
as the fish market in Port Said. This can
be done through organizing seminars
and sessions to exchange knowledge and
skills across the engaged governmental
stakeholders.
Advantages:
1. Engage multiple parties with a business
background in productive project
design.
2. Clarify the definition of productive
projects to empower decision-makers
to implement a wide range of effective
projects.
3. Apply
a
comprehensive
needs
assessment of the project in a bid to
encourage a participatory approach.
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Disadvantages:
1. Poor administrative capacity for ensuring
proper planning and management of
productive projects.

2. Strict transparency regulations and
hence more legislative work is required
and governance to avoid corruption in
engaging the private sector.

Policy Option (III): Reforming the Legislative Framework Governing
Local Revenue
Description:
Perhaps one of the crucial policy alternatives
that have been receiving a rather sizable
echo in the parliament halls would be the
reformation of the current LA law no. 43 for
the year 1979. The present system of the
LA at the time being reflects a past ideology
of centralized governments, where the LAs
are run by the national government itself
(Fahmy, 2010). The current law has raised a
lot of issues related to the good governance
model that LAs need to have, where LAs need
to have their legislative rights and the right
to form their laws (LA Law no. 43, 1979). The
parliament in both its sessions in 2015 and
2020 have been having rounds of discussion
to amend the law, as per the Egyptian
constitution for the year 2014 (a constitute
project, 2021) and indeed, the new proposed
law has surfaced and has been in discussion
to no avail.
Active and effective local councils contribute
to the real expression of the views,
aspirations and interests of citizens, which
enhances the ability of the executive bodies
to meet the needs of the citizens. The local
councils, in coordination with the executive
bodies, can be influential and effective
institutions in formulating programs, plans,
and policies that are in conjunction with the
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nature and conditions of the local unit. This
will maximize the benefit from the resources
and capabilities of the units and improve
the efficiency of government spending.
In addition, it will work on developing the
resources of the governorates and local units,
and identify spending priorities and projects
that are best implemented in a manner that
is in line with the general plans and directions
of the state, achieves the interest of the
citizen and enhances his sense of belonging.
The new law amendments include strong
oversight
mechanisms
to
eliminate
bureaucracy and corruption in the localities
and aims to shift to a financial and
administrative decentralization system. It
also grants governors broad administrative
and financial powers and authorities.
According to the law, independent financial
budgets are allocated to governorates and
local units, and resources are maximized
to establish investment and development
projects. Local units shall assume all the
competencies entrusted to ministries, except
for national or private utilities.
Finally, the new law requires that each
governorate has an independent local budget
and identifies 14 sources of funding for it.
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Advantages:
1. A new law would give the LAs the legislative
power to determine their budgeting and
spending priorities.
2. Decentralized structures ensure agendas
are directed towards the maximization of
revenue sources based on the resources
of each governorate.

3. The revenues from each government
would be collected and managed by the
LA with strong checks and balances from
the central government.

Disadvantages:
1. Adapting a new law is a very lengthy
process.
2. The new law has to be amended based
on input from multiple stakeholders,
especially in the case of LAs law. In this
case, the number of entities invested in
the law includes a huge number of entities
in the administrative and legislative
branches.
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3. The subject of LA is a very sensitive subject
with a multitude of political, economic,
and social intersections that make it a
very difficult topic to deal with.
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Policy Options/Alternatives Analysis
Comparing the Criteria for the Proposed Policy Options
Table 4: Policy Options Comparison Based on Criteria
Policy Option/
Criteria

Policy Option (I):
Local Revenues
Mobilization via
Taxes

Policy Option (II):
Local Non-Tax
Revenue Mobilization

Policy Option (III):
Reforming the
Legislative Framework
Governing Local
Revenue

Technological

Technology is not
needed in this specific
policy, but it is helpful
in general for a more
efficient tax collection
process.

Basic technology is needed to
improve revenue collection and
minimize leakages also needed
to improve citizens’ access to
local services.
The government already
launched the first phase of an
e-government portal for LA
services.

Technology is not a
present or immediate
obstacle in the legislative
reform.

This technology can be
accessible to all through
technological centers provided
by the government.
Awareness campaigns need to
be conducted and training and
technical assistance shall be
offered to LA employees and
citizens.

Financial

This policy will not
need financial support
to be implemented.
It will increase the
local revenue and will
decrease the financial
burden on the central
government as the LA
will be more financially
independent.
On the other hand,
it will negatively
impact the central
government’s control
of the LA’s finances.

This policy option depends
mainly on compensating the
cost of the LA services and
raising additional revenues
if possible but this depends
on the nature of both each
source of revenues and the
beneficiaries.

Effectively creating
local budgets and
redistribution of revenue
sources could create a
hindrance in the early
stages.

The private sector finance can
be used in this policy option,
besides the government’s
finance.
This policy option will develop
local revenues if effectively
applied.
Pricing the services needs to
be done cautiously so as not to
lead to inflation.
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Policy Options/Alternatives Analysis
Comparing the Criteria for the Proposed Policy Options
Policy Option/
Criteria

Policy Option (I):
Local Revenues
Mobilization via
Taxes

Policy Option (II):
Local Non-Tax
Revenue Mobilization

Policy Option (III):
Reforming the
Legislative Framework
Governing Local
Revenue

Political

The policy is not
supported enough by
the central government
because the political
environment tends
more towards
centralization.
However, it is
acceptable by the LA
and can be acceptable
to the citizens as
they will witness the
development in their
neighborhood.

As the Egyptian government is
highly centralized, there may
be some resistance from the
central government officials.

The political landscape
towards changing
the law and creating
legislative reform might
be the biggest obstacle.
This context is highly
sensitive due to the law’s
existence for years and
the corruption it had
created.

The proposed policy option
is in alignment with the 2014
Constitution, and Egypt
Vision 2030 for sustainable
development.
The policy option is proposed
within the current law, but
activation of the law is needed.
It will satisfy the needs of the
group of citizens who are ready
to pay more for better services.

Technical

The current staff
in the LA need
capacity building to
be able to efficiently
manage the available
budget acquired
from the taxes for
more impactful
projects within the
governorates.

Training and capacity building
for the LA officials is needed
to effectively implement this
policy option.

Technical expertise
is needed in both
creating ongoing council
structures as mentioned
by the proposed law
amendments, as well
as the need for experts
during the first phases of
implementation.

Equity

The policy will achieve
horizontal equity as
there will not be an
extra burden on a
specific class and the
benefit will be for all.

This policy option will increase
the cost of some LA services to
citizens who are willing to pay
more.

Governance included
in the election of local
councils and the quotas
determined could
increase equity.
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The increased revenues shall
be channeled to other services
of public good nature and its
cost cannot be recovered.
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Policy Options/Alternatives Analysis
Comparing the Criteria for the Proposed Policy Options
Policy Option/
Criteria

Policy Option (I):
Local Revenues
Mobilization via
Taxes

Policy Option (II):
Local Non-Tax
Revenue Mobilization

Policy Option (III):
Reforming the
Legislative Framework
Governing Local
Revenue

Effectiveness

This policy is effective
as it will increase the
local revenues through
having more autonomy
on the local taxes.

This policy option will improve
the performance of local
finance indicators.

Could be extremely
effective if the law
manages to leave the
legislative halls.

Efficiency

It can achieve the
intended elements
of the objective as
the local revenues
will increase without
incurring extra
costs. It is all about
restructuring the
current system.

This policy option aims to
improve the local revenues
levels within the current
legislative framework to save
the time and effort needed for
such a change.

It depends entirely
on the final law
amendments and
application.

Administrative

The LA does not have
the power to achieve
this policy, but the
central government
can support this
policy and push for
its success through
enabling the LA.

Support from the Prime
Minister is needed to be
cascaded through all the
government levels, and the
development of the LA revenue
would be a government
priority.

The law is difficult on
the administrative part
and like any sensitive
law context, would
create an administrative
overcrossing.
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Administrative staff needs
training mainly targeting
a mindset shift towards
revenue mobilization through
innovation.
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Conclusions and Recommendations
Evaluation Matrix and
Decision Rules
The authors developed the below matrix to
assist in selecting the most suitable policy
alternative. The authors also decided to
select the financial and political criteria as
their decision rules.

Based on the table below, the most suitable
policy option is policy option II as it ranks
“high” for the financial and political criteria.
It is also the policy option with the highest
overall total score.

Table 5: Evaluation Matrix

Criteria

Policy Option I

Policy Option II

Policy Option III

Technological

2

3

1

Financial

2

3

1

Political

2

3

1

Technical

3

3

3

Equity

2

2

2

Effectiveness

3

3

3

Efficiency

2

2

1

Administrative

1

2

1

Total

17

21

13

*1= Low

2= Medium

3=High
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*Total Score= 24
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Conclusions
The policy paper investigated the root causes
of the weak local revenue stream in Egypt.
The policy alternative aims at improving
the local revenues to develop the services
provided to citizens and hence increasing
public satisfaction. The policy will also help
in decreasing the dependency of the LA on
the central government and the burden on
the public budget. Accordingly, three policy
alternatives were presented with qualitative
analysis that highlighted the advantages
and disadvantages of each policy. The policy
option “Local Non-Tax Revenue Mobilization”
is selected as the best decision rule according
to the evaluation criteria. The policy option
addresses the non-tax revenues that can be
adopted by the LA to diversify the sources of
revenues. This decision rule is potentially the
most convenient politically as it proposes nontax revenues and avoids the comprehensive
legislative changes that normally take years in
the Egyptian system and result in an increase
in the problematic status quo.
The proposed policy discusses the importance
of expanding the services that can be
implemented by the LA within the current
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legislative framework such as the parking
areas, advertising billboards, and renting
shops and hence increasing the collection and
sources of funds. Moreover, efforts need to
be exerted to improve the collection process
through promoting digital transformation,
increasing electronic payments to minimize
leakages, and increasing collection efficiency.
The second part of the selected policy
discussed the importance of productive
projects development. Productive projects
are a vital pillar in creating alternative revenue
streams. The policy option discussed in detail
the aspects that are required to achieve
effective revenues from productive projects:
Planning, Administrative, and Management
aspects. Participatory approaches are
encouraged to be adopted by the LA during
the planning phase of the projects. The
private sector can play a key role in managing
the projects while keeping the ownership
to the LA. Furthermore, the policy option
proposed a comprehensive and detailed
description of the non-tax revenue sources
that corresponds with the research findings,
which aimed at tackling the main challenges
presented in this policy paper.
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Recommendations
For a better implementation of the proposed
policy option “Local Non-Tax Revenue
Mobilization”, the following is recommended:
1. Establishing a joint committee between
the MF and the MLD and the committee
may seek the assistance of relevant
ministries and government entities. This
committee shall:
a. Develop a national strategy for the LA
revenues development.
b. Develop clear policies and targets assigned
to each relevant ministry/entity for the LA
revenues development.
c. Follow-up on the achievement and progress
in implementing the previously mentioned
national strategy.
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2. Conducting a thorough review of the
existing legal and institutional framework
governing the LA revenues with the aim of
tapping existing and new revenue streams
for the LA.
3. Holding intensive training and capacitybuilding programs for officials from
different relevant ministries/entities with
a special focus on an entrepreneurial
mindset shift to be capable of generating
ideas for tapping existing and new revenue
streams with incentives for revenuemaximizing initiatives.
4. Incorporating accountability mechanisms
into local governance structures to counter
corruption and mismanagement.
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Where Rigour Meets Creativity

The Public Policy HUB is an initiative that was developed at the School of Global Affairs
and Public Policy (GAPP) in October 2017. It was designed to fill in the policy research
gap in Egypt. It provides the mechanism by which the good ideas, plausible answers, and
meaningful solutions to Egypt’s chronic and acute policy dilemmas that are proposed by
the country’s best minds, the experienced and the creative from different age brackets,
can be nurtured, discussed, debated, refined, tested and presented to policymakers in a
format that is systematic, highly-visible and most likely to have a lasting impact.
It is designed to develop a cadre of well-informed and seasoned policy developers and
advocates, while simultaneously fostering and promoting creative solutions to the
challenges facing Egypt today. The project provides a processing unit or hub where policy
teams are formed on a regular basis, combining experienced policy scholars/mentors with
young creative policy analysts, provide them with the needed resources, training, exposure,
space, tools, networks, knowledge and contacts to enable them to come up with sound,
rigorous and yet creative policy solutions that have a greater potential to be effectively
advocated and communicated to the relevant policymakers and to the general public.
Since its establishment, the Public Policy HUB has been supported by Carnegie Corporation
of New York, UNICEF Egypt, and Oxfam. The Hub had partnerships with different ministries
and governmental institutions like the Ministry of Social Solidarity, Ministry of Planning,
Ministry of Health, Ministry of Trade and Industry, Ministry of Local Development, Ministry
of Education, Ministry of Environment, National Council for Childhood and Motherhood,
National Population Council, and General Authority For Transportation Projects Planning.
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